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According	 to	 the	 table,	 for	 the	 same	 amount	 of	 taxable	 income,	 Head	 of	 Household	
taxpayers	 will	 pay	 less	 tax	 than	 Single	 taxpayers	 do.	 For	 example,	 if	 taxable	 income	 is	
$60,000,	a	Head	of	Household	taxpayer	will	owe	$9,252.50	 in	tax	while	a	Single	 taxpayer	
will	owe	$10,738.75	in	tax.		
For	 tax	 saving	purposes,	more	and	more	unmarried	 taxpayers	prefer	Head	of	Household	
status	to	Single	status.	However,	among	these	taxpayers,	many	do	not	fully	understand	the	
requirements	 for	 electing	 the	 Head	 of	 Household	 status.	 The	 tax	 law	 imposes	 strict	
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This	article	 looks	 into	 the	case	of	Tommy	J.	Walker,	Jr.,7	where	a	 taxpayer	 failed	 to	 satisfy	
the	requirements	for	the	Head	of	Household	filing	status,	explores	requirements	for	Head	
of	Household	status,	and	other	items	such	as	the	dependency	exemption,	Child	Tax	Credits,	
the	Additional	 Child	Tax	Credit,	 and	 the	Earned	 Income	Tax	Credit.	Additionally,	we	will	





was	 subsidized	 by	 the	 government.	 He	 also	 provided	 more	 than	 one	 half	 of	 financial	
support	to	his	girlfriend's	son.	
During	 the	 taxable	 year,	 a	 daughter	 of	 the	 taxpayer's	 cousin	moved	 into	 his	 apartment.	
However,	 the	taxpayer	could	not	provide	sufficient	evidence	showing	the	amount	of	 time	
she	had	lived	with	him.	
For	 the	 two	 taxable	years	 in	dispute,	Walker	elected	Head	of	Household	status	 in	his	 tax	
returns	 and	 claimed	 dependency	 exemption	 deductions	 for	 his	 girlfriend's	 son	 and	 his	
cousin's	daughter.	In	addition,	he	took	the	Child	Tax	Credit,	Additional	Child	Tax	Credit,	and	




The	tax	code	allows	a	 taxpayer	a	deduction	 for	every	dependent	the	 taxpayer	has	during	
the	 taxable	 year.9	IRC	 §152(a)	 defines	 a	 dependent	 as	 either	 a	 qualifying	 child	 or	 a	
qualifying	relative:		
An	individual	is	a	qualifying	child	of	a	taxpayer	when	he	or	she	meets	these	requirements:	












year,	 (3)	 the	 individual	 is	 under	 19	 years	 old	 at	 the	 end	 of	 the	 taxable	 year	 (or	 if	 the	
individual	is	a	full‐time	student	that	is	under	24	years	old	at	the	end	of	the	taxable	year),	
(4)	 the	 individual	does	provide	more	 than	one	half	of	his	or	her	own	support	during	 the	
taxable	year,	and	(5)	the	individual	does	not	file	a	joint	return	with	his	or	her	spouse	for	the	
taxable	year.10			
Here,	 neither	 the	 girlfriend’s	 son	 nor	 the	 cousin’s	 daughter	 qualify	 as	 the	 taxpayer's	
qualifying	child.	Their	relationships	with	the	taxpayer	were	not	included	in	those	listed	in	
§152.	 Therefore,	 Walker	 could	 not	 claim	 these	 children	 as	 his	 dependents	 under	 the	
qualifying	child	rules.	





brother	 or	 sister,	 mother's	 brother	 or	 sister,	 son‐in‐law,	 daughter‐in‐law,	 father‐in‐law,	
mother‐in‐law,	 brother‐in‐law,	 or	 sister‐in‐law;	 or	 the	 individual,	 other	 than	 taxpayer's	
spouse,	 lives	 with	 the	 taxpayer	 for	 the	 whole	 taxable	 year11,	 (2)	 the	 individual’s	 gross	
income	 is	 less	 than	 the	 exemption	 amount	 of	 $4,05012,	 (3)	 more	 than	 one	 half	 of	 the	
individual’s	 support	 during	 the	 taxable	 year	 is	 provided	 by	 the	 taxpayer,	 and	 (4)	 the	
individual	 is	 not	 a	 qualifying	 child	 of	 the	 taxpayer	 or	 of	 any	 other	 taxpayer	 during	 the	
taxable	year.13	
In	Walker’s	case,	he	claimed	dependency	exemption	deductions	for	his	girlfriend’s	son	and	
his	 cousin’s	 daughter,	 believing	 that	 they	were	 his	 qualifying	 relatives.	 However,	 for	 his	
cousin’s	daughter,	the	taxpayer	could	not	either	establish	the	amount	of	time	she	lived	in	
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judge	 agreed	 with	 the	 commissioner	 and	 denied	 Walker’s	 dependency	 exemption	
deductions	with	respect	to	the	cousin’s	daughter.		
For	 the	girlfriend’s	 son,	Walker	managed	 to	provide	sufficient	evidence	showing	 that	 the	
child	 lived	with	him	during	 the	whole	 taxable	 years	 in	dispute	 and	 that	 he	provided	 the	
child	more	than	one	half	of	the	child’s	support.14	Therefore,	he	could	claim	the	girlfriend’s	































and	 therefore,	 disqualified	 him	 for	 the	 Earned	 Income	 Credit.	 Accordingly,	 the	 judge	
disallowed	him	to	claim	earned	income	tax	credit.	
Head	of	Household	Filing	Status	
Another	 dispute,	 in	 this	 case,	 concerned	 the	 tax	 filing	 status	 of	 Head	 of	 Household.	 As	
discussed	 earlier,	 Head	 of	 Household	 status	 puts	 an	 unmarried	 individual	 in	 an	
advantageous	 tax	 bracket	 (as	 compared	 to	 those	 filing	 as	 Single),	 generally	 resulting	 in	
lower	 tax	 liability.	 Section	2	of	 the	 Internal	Revenue	Code	provides	 the	 conditions	 that	a	
taxpayer	has	to	meet	if	he	or	she	wants	to	elect	the	head	of	household	status.	Specifically,	
the	taxpayer	must	be	(1)	not	married	at	the	close	of	the	taxable	year,	and	(2)	maintain	his	










than	 the	 personal	 exemption	 amount,	 (3)	 receives	 more	 than	 one‐half	 of	 the	 support	
provided	by	the	taxpayer,	and	(4)	is	not	a	qualifying	child	of	other	taxpayers.		
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definition	 of	 §152(d)(2)(H)	 because	 he	 lived	 with	 Walker	 during	 the	 taxable	 year.	
Therefore,	the	child	was	dependent	on	Walker.	Based	on	the	foregoing,	it	can	be	concluded	
that	Walker	met	all	the	conditions	to	file	his	tax	return	as	a	Head	of	Household.	











under	 §152(d)(2)(H).	 In	 other	 words,	 if	 an	 individual	 is	 qualified	 as	 a	 dependent	 of	 a	
taxpayer	 under	 section	 152(d)(2)(H),	 and	 the	 taxpayer	 only	 has	 this	 individual	 as	 his	
dependent,	the	taxpayer	is	not	eligible	for	Head	of	Household	status.		
Section	 2(b)(3)	 also	 sets	 forth	 another	 limitation	 for	 the	 Head	 of	 Household	 status	
regarding	the	support	requirement.	Accordingly,	a	taxpayer	is	deemed	to	provide	over	one	
half	of	 the	support	 to	his	dependent	during	a	 taxable	year	 if	no	other	person	contributes	
over	one	half	of	the	support,	the	taxpayer	contributes	over	ten	percent	of	the	support,	and	
other	 individuals	who	 contribute	more	 than	 ten	 percent	 of	 the	 support	 agree	 to	write	 a	
declaration	 that	 they	will	 not	 claim	 the	dependent	on	 their	 tax	 returns.20	Section	2(b)(3)	
states	that	if	a	taxpayer	provides	more	than	one	half	of	the	support	to	his	dependent	only	
because	 of	 the	 above‐mentioned	 conditions,	 he	 is	 not	 entitled	 to	 the	Head	 of	Household	
status.	









We	 will	 discuss	 the	 application	 of	 the	 first	 limitation.	 As	 discussed	 above,	 the	 child	 of	
Walker’s	 girlfriend	qualified	as	his	dependent	under	§152(d)(2)(H),	 however,	 because	of	
the	 first	 limitation	 set	 forth	 in	 §2(b)(3),	 Walker	 would	 not	 be	 eligible	 for	 the	 Head	 of	
Household	status.		
If	the	judge	had	taken	into	account	of	the	limitations	under	section	2(b)(3),	he	would	have	
agreed	 with	 the	 commissioner	 and	 denied	 Walker	 his	 Head	 of	 Household	 status.	 This	
article	does	not	look	into	the	reasons	why	the	judge	missed	the	limitations;	however,	it	is	
more	 than	 likely	 that	 the	 judge	 would	 have	 changed	 his	 ruling	 if	 he	 had	 noticed	 the	
limitations.	This	is	to	emphasize	the	importance	of	reading	a	tax	code	in	full	context	before	
interpreting	 the	 code.	 Due	 to	 tax	 law’s	 complexities	 and	 its	 ever‐changing	 nature,	
limitations	and	specials	rules	are	very	common	in	the	tax	code	and	could	be	unnoticed	if	a	
code	reader	does	not	exercise	thorough	reading.	
In	 this	 case,	 the	 judge’s	 ruling	 regarding	 Head	 of	 Household	 status	 cannot	 be	 reversed	
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allowed	 to	 file	 as	 Head	 of	 Household,	 although	 the	 judge	 appeared	 to	 overlook	 the	
limitations	of	section	2(b)(3)	and	made	a	wrong	decision	over	the	matter.		
Recap	
Tax	 deductions	 and	 tax	 credits	 are	 a	matter	 of	 legislative	 grace.	 That	means	 a	 taxpayer	
cannot	claim	any	deductions	or	credits	unless	they	are	lawfully	allowed	by	the	tax	code.	As	












fully	 comply	with	 the	 tax	 code,	 a	 taxpayer	 should	maintain	 a	 good	 record	 of	 documents	
relevant	to	their	tax	standing.	If	a	taxpayer	does	not	fully	understand	their	tax	position,	it	is	
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Amongst	 all	 the	 interesting	 topics	 discussed	 at	 the	 33rd	 Annual	 TEI‐SJSU	 High‐Tech	 Tax	













 Through	 tax	automation,	 companies	are	 trying	 to	achieve	 increased	efficiency	and	
connectivity	to	businesses	as	well	as	risk	management,	such	as	material	weaknesses	
in	financial	statement	reporting.		




 By	 implementing	 systems	 like	 SAP	 and	 Oracle,	 companies	 are	 transforming	 into	
cloud‐based	finance	systems.	
 Another	key	trend	in	tax	technology	among	non‐U.S.	countries	 is	 that	 they	require	
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prepared	 for	 the	 tax	 team.	 Vertex	 has	 a	 solution	 for	 tax	 automation	 in	 this	 area,	
which	is	discussed	later	in	this	summary	from	Mr.	Viglione’s	perspective.	
 Tax	application	 is	 the	 classic	 income	 tax	and	 tax	provision	 software	 solutions,	 i.e.,	
CorpTax,	OneSource,	etc.	








world	 of	 tax.	 She	 explained	 RPA	 as	 reducing	 manual	 data	 manipulation	 by	 mimicking	
human	 interaction.	 In	 today's	world,	 there	 is	 a	 substantial	 amount	of	 cost	 savings	 in	 the	
finance	 world	 using	 RPA,	 but	 there	 still	 is	 no	 implementation	 of	 it	 in	 tax.	 Ms.	 Ordway	
suggested	 that	 the	simple	but	 tedious	and	time‐consuming	projects	could	be	powered	by	
RPA.	The	downside	 is	 that	 since	 these	are	 code‐bots	 rather	 than	actual	 (physical)	 robots	
with	artificial	 intelligence,	 they	are	only	capable	 to	perform	"if‐then"	 functions.	However,	
the	bots	are	able	to	act	as	an	employee	and	sit	on	top	of	the	tax	ecosystem	discussed	above	
to	 perform	 all	 the	 otherwise	 time‐consuming	 tasks	 such	 as	 data	 collection,	 analysis,	
organization,	reconciliation	and	even	provide	password	protection.	Therefore,	besides	day‐
26









Next,	 Mr.	 Viglione	 brought	 in	 his	 perspective	 of	 a	 tax	 technology	 vendor.	 Technology	
vendors	 have	 three	 key	design	 considerations.	 The	 first	 one	 is	 that	 everything	has	 to	 be	
digital	that	is	all‐inclusive.	The	motive	behind	digitalization	is	to	centralize	data	and	to	tie	it	
all	 together,	 which	 was	 the	 intention	 behind	 launching	 the	 data	 hub	 concept	 of	 Vertex	
Enterprise.	 Secondly,	 vendors	 focus	 on	 complete	 and	 utter	 transparency	 and	
discoverability	 of	 data	 starting	 from	 the	 discrete	 transaction	 point.	 Transparency	 is	 not	
only	important	to	the	organization	itself,	but	also	for	the	government	as	discussed	above	in	
the	 Mexican	 government's	 example.	 The	 last	 consideration	 for	 vendors	 is	 to	 build	
intelligence	 into	 solutions	 that	 are	 augmentative.	 This	 third	 vendor	 consideration	 is	
expanded	below	from	Mr.	Jalal's	perspective.	
	
Mr.	 Jalal	 gave	 his	 insight	 on	 emerging	 technologies	 such	 as	 Blockchain	 and	 artificial	
intelligence	 (AI).	He	built	upon	 the	concept	of	RPA	 in	 tax	discussed	above	and	suggested	
that	 some	 decision‐making	 processes	 may	 also	 be	 automated	 in	 the	 near	 future.	 His	
discussion	 included	 the	 following	 functional	 aspects	 that	 have	 helped	 tax	 software	
programmers	evolve:	
 Tax	 professionals	 need	 the	 data	 in	 a	 structured	 and	 organized	way	 for	maximum	
efficiency,	which	can	be	achieved	by	technology.	
 The	past	and	current	technology	were	focused	on	descriptive	analytics,	such	as	pie	
charts,	 bar	 charts,	 etc.	 However,	 AI	 will	 help	 develop	 predictive	 and	 perspective	
analytic	skillset	in	tax	technologies.	
 Big	 data	 or	 data	 that	 is	 so	 enormous	 and	 convoluted	 that	 makes	 processing	
applications	 incompetent,	 used	 to	 be	 a	 challenge.	 However,	 that	 hurdle	 has	 been	
overcome	for	the	most	part	and	solutions	can	now	be	applied	in	tax	as	well.	
27
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 Cloud	 computing	 is	 commonly	 mistaken	 as	 merely	 a	 data	 center,	 but	 it	 is	 much	
broader	 than	that.	Cloud	computing	can	not	only	enable	data	storage,	but	also	 the	








The	 discussion	 overall	 was	 very	 informative	 and	 encouraging	 since	 the	 focus	 of	 tax	
automation	is	to	increase	efficiency	and	reduce	stress.	Other	functions	of	business,	such	as	
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